Aims: This paper investigated the relationship between the working capital management (WCM) and the firms' profitability for the Saudi cement manufacturing companies. 
INTRODUCTION
Working Capital Management has its direct impact on liquidity and profitability of the business organization. Firms are trying to have an optimal level of working capital that maximizes their value. The main objective of all firms is to be profitable and solvent. Solvency is classified into short-term and longterm solvency; or what is referred to as liquidity. Liquidity is important to ensure that firms are able to meet their short term debts and obligations when they come due, or it can be defined as the average time period required to convert non-cash current assets into cash; the shorter the period required the stronger the liquidity position of the business organization. The relationship between current asset items and current liability items is called the working capital of the business organization. Working capital can be looked at as the excess of total current assets over total current liabilities. Thus, the larger the amount of working capital the stronger the liquidity position of the business organization. Related literature has identified other measures of the liquidity position of business organizations such as the current ratio, the acid-ratio, the current cash debt coverage ratio, the Receivables Conversion Period (RCP), the Inventories Conversion Period (ICP), and the Cash Conversion Cycle (CCC). [1] Working capital management (WCM) takes into consideration the trade-off between risk and return.
Working capital management deals with assets and current debts. Current assets form large part of total properties of a firm. Current asset items can be classified into cash and other asset items which can be converted into cash quickly. The nearer the asset to cash, the lower its riskiness and expected return. Therefore, it is logical to expect a negative relationship between profitability and the length of period over which resources of business organizations are held in non-cash current assets.
The Saudi cement sector has attracted the attention of the author, as a matter of fact it is fuelled by strong domestic fundamentals represented by government's high expenditure on physical and social infrastructure, driven by positive oil price movements, relatively low fuel and raw material costs created competitive advantage and new market entrants which increased demand.
Over the past decade, the Saudi economy has become more than doubled, as measured by the current size of GDP. By the end of 2011, nominal GDP reached SAR2,163 billion, a 206% increase from the SAR707 billion in 2000. Both the construction and building materials sectors follow the growth trajectory of the country's GDP. In 2005, there were only eight cement producers in the Kingdom. High profit margins attracted increased competition within the sector, and as a result, these eight primary players have lost market share to new entrants in which there are presently 13 manufacturers operating in the market as listed in the Saudi stock market.
Given the importance of such aforementioned concepts to business success, this study aims at examining the relationship between working capital management and profitability in operating cement companies in Saudi Arabia. More specifically, it seeks to dwell upon mainly the following issues: To assess the impact of liquidity on profitability, to measure the impact of size(measured by sales) on profitability, to investigate the relationship between debt financing and profitability and to find out the relationship between working capital management and profitability. Previous studies used the cash conversion cycle as a measure of working capital management and most of the studies aimed at finding out the positive or negative effects on corporate profitability, while this study used more than one measure of working capital management. This study enriches the finance literature on the relationship between working capital management and profitability.
The rest of the study is organized as follows; section 2 reviewing the related previous literature on the relationship between profitability and working capital management (WCM) measures. Then, section 3 defines the data and explains the study methodology including the study sample and period, the variables under examination, and models of the study. Section 4 discusses the empirical results of the relationship between profitability and working capital management of the Saudi cement firms. The final part of the study reports the conclusions and recommendations of the study.
LITERATURE REVIEW
There have been a number of studies and academic researches to find out the relationship between working capital management and profitability. The management of working capital is defined as the "management of current assets and current liabilities, and financing these current assets" Olufemi and Olubanjo [1] . Working capital management is important for creating shareholders value, and it was found in so many studies in different countries that it have a significant impact on both profitability and liquidity. Industrial companies in Jordan invest significantly in working capital. Therefore, efficient working capital management is expected to enhance the profitability of these companies. The results show that less profitable companies wait longer to sell their products, to collect credit sales, and to pay their supplies of goods. Moreover, the results show that regardless of the level of profitability industrial companies in Jordan gain, but they pay their suppliers before collecting credit sales. The control variables (Size, Leverage, and GDP growth) included in all regression models were significant and have the expected signs. Profitability increases with Size and GDP growth and decreases with leverage.
Eljelly [3] empirically examined the relationship between profitability and liquidity, as measured by current ratio and cash gap (cash conversion cycle) on a sample of 929 joint stock companies in Saudi Arabia.
Using correlation and regression analysis, he found significant negative relationship between the firm's profitability and its liquidity level, as measured by current ratio. This relationship is more pronounced for firms with high current ratios and long cash conversion cycles. At the industry level, however, he found that the cash conversion cycle or the cash gap is of more importance as a measure of liquidity than current ratio that affects profitability. The firm size variable was also found to have significant effect on profitability at the industry level.
Dănuleţiu [4] analyzed the efficiency of working capital management of companies from Alba County. The relation between the efficiency of the working capital management and profitability is examined using Pearson correlation analyses and using a sample of 20 annual financial statements of companies covering period 2004-2008. The conclusion of his study was that, there is a weak negative linear correlation between working capital management indicators and profitability rates.
To test the relationship between working capital management and corporate profitability, Deloof [5] used a sample of 1,009 large Belgian non-financial firms for a period of 1992-1996. By using correlation and regression tests, he found significant negative relationship between gross operating income and the number of days accounts receivable, inventories, and accounts payable of Belgian firms. Based on the study results, he suggests that managers can increase corporate profitability by reducing the number of day's accounts receivable and inventories.
Usama [6] paper aimed to extend the Rehman and Nasr [7] finding regarding working capital management and its affect on profitability and liquidity of Pakistani firms. For the purpose of analyses, food sector was selected for 18 companies listed on Karachi Stock Exchange for the period of 2006-2010.
The study examined the effect of different variables of working capital management like average collection period, average payment period, inventory turnover in days, cash conversion cycle, debt ratio, financial asset to total asset ratio, current ratio and net operating profitability. The least square regression and common effect model was used and it was found that there is significant positive affect of working capital management on profitability and liquidity of the firms. Size of the firm and financial asset to total asset ratio have significant positive effect on firm's profitability, while average collection period has significant negative effect on firm's profitability. Size of firm and cash conversion cycle has significant positive effect on firm's liquidity.
Karaduman et al. [8] argues that working capital management is one of the essential determinants of firms' market value because it directly affects profitability. And, working capital management is also extremely crucial from the point of firms' sustainability. Hence, firms should establish a fine balance between profitability and risk when it comes to managing working capital. This paper studied the effects of Garcia-Terualand and Martínez-Solano [12] examined the impact of working capital management on SME profitability based on 8872 SMEs of Spain using the panel data methodology for the period from 1996 to 2002. The empirical results that are vigorous to the existence of endogenity, confirmed that managers could create value by reducing their inventories and the number of days for which their accounts are outstanding. In addition, restricting the cash conversion cycle moreover perk ups the firm's profitability. Napompech [13] argued that working capital is needed for day-to-day operations of a firm. This research The results revealed a negative relationship between the gross operating profits and inventory conversion period and the receivables collection period. Therefore, managers can increase the profitability of their firms by shortening the cash conversion cycle, inventory conversion period, and receivables collection period. However, they cannot increase profitability by lengthening the payables deferral period. The findings also demonstrated that industry characteristics have an impact on gross operating profits.
In summary, the literature review indicates that working capital management has direct impact on the profitability of the firm but there is still ambiguity in selecting the proper variables that might work as proxies for working capital management. The present study investigates the relationship between working capital management as independent variable and the profitability as dependent variable of a sample of Saudi cement firms.
RESEARCH METHODOLOGY
The present research is testing the relationship between the working capital management and profitability of the Saudi Cement Industry. The relationship between the working capital management and profitability is tested by employing the following hypothesis and model. The proposed model of this paper addressed four hypothesizes as follows:
Thus, four hypothesis were addressed: H 1: Liquidity position has a significant impact on profitability.
H 2:
Size has a significant impact on profitability. This study carries out the issue of recognizing key variables that influence working capital management.
All the variables stated below have been used to test the hypotheses of the study. This study presents an analysis of eight cement companies operating in Saudi Arabia during the period (2008-2012). Only Saudi cement companies which were established before the year 2005, and listed in the Saudi stock exchange market (Tadawul) were included in the study. Table 2 presents the listed cement companies in Tadawul during 2012. There are thirteen cement companies operating in Saudi Arabia, five of them were excluded in this study, due to the fact that they are newly established after 2005. Thus, total observation number are 40. In addition to that, in order to achieve the main purpose of this study, the data were collected from the annual reports of these companies published on the corporate websites, related web pages of Saudi stock exchange (Tadawul) and Saudi Arabian Monetary Agency (SAMA). The author used the following set of data for the research requirements: balance sheets, short term asset, short term liabilities, total assets, long term liabilities, income statement, sales, cost of goods sold. A Pearson correlation and linear regression were employed to examine the relationships between the variables used in this research. 
RESULTS AND DISCUSSION

General overview
Before testing the hypothesis of this study it is worth mentioning that Saudi based cement companies enjoy amongst the strongest profitability globally. The cement industry has clocked exceptional growth, Table 3 shows the main descriptive statistics of the variables which was used in the regression to explain the relationship between the working capital management and profitability of the Saudi Cement Industry.
Working capital management and profitability
The mean of gross operating profit as dependent variable is 10.07%, while the mean of cash conversion cycle is -41.03 days showing low negative result as one of the independent variables. Other independent variables like inventory conversion period takes on average 200.73 days, while firms paid their creditors in 241.08 days on average, both show a higher level average, receivables collection period is 46 days, firm size is 6.09%,fixed financial asset ratio is 0.08% and financial debt ratio is 0.26% showing low level average. Also, the standard deviation of these data is rather on a higher level or lower level compared to gross operating profit. Table 4 shows the results of test of Pearson Bivariate Correlation coefficients for all study variables.
According to the test there is a significant negative correlation relationship between GROSS as dependent variable, and five independent variables namely; PAY, CCC, INV, Dept, and DSO. At the same time, there is a positive correlation relationship between GROSS and LnSales, FIXEDFA, respectively. These findings corresponds to the study made previously by the author (Deloof 2003 ) when he used a sample of 1,009 large Belgian non-financial firms for a period of 1992-1996. By using correlation and regression tests, he found significant negative relationship between gross operating income and the number of days accounts receivable, inventories, and accounts payable of Belgian firms.
Based on the study results, he suggests that managers can increase corporate profitability by reducing the number of day's accounts receivable and inventories. It is well known that the nearer the asset to the cash, the lower its riskiness and the lower its expected return. Therefore, it is logical to expect a negative relationship between profitability and the length of period over which resources of business organizations are held in non-cash current assets. These negative correlations are consistent with the view that the longer the time required to sell inventories and collect from customers on account, the lower is the profitability of the company.
The negative correlation between GROSS and PAY can be interpreted that less profitable companies wait longer to pay their credit purchases. The correlation coefficients between GROSS and the control variables have the expected signs. The key findings of related previous research which was made by Mathuva [15] indicates that: i) there exists a highly significant negative relationship between the time it takes for firms to collect cash from their customers (accounts collection period) and profitability, ii) there exists a highly significant positive relationship between the period taken to convert inventories into sales (the inventory conversion period) and profitability, and iii) there exists a highly significant positive relationship between the time it takes the firm to pay its creditors (average payment period) and profitability. GROSS is positively correlated with LnSales and FIXEDFA meaning that the larger the company and the better the economic conditions of the country, the more profitable is the company.
However, the correlation between GROSS and FIXEDFA is positively significant. Finally, the correlation coefficient between GROSS and Debt is negatively significant indicating that less profitable companies rely on borrowed funds to finance their operations. * Correlation is significant at the 0.05 level (2-tailed). Table 5 reveals that INV is negatively correlated with GROSS, which means that as INV increases firm's profitability will raise, therefore, firm's should increase their INV. Firm LnSales is also accurately significant and positively affecting firm's profit which means that, firms with greater sales volume are more profitable in this sector. Whereas, average collection period is also negatively correlated which means that as the firm's collection period increase, firm will bear loss so firms in this sector are advised to try to reduce their collection period. These arguments were supported by Filbeck and Krueger [16] as pointed out that, the ability of financial managers to effectively manage receivables, inventories, and payables has a significant impact on the success of the business. If capital invested in cash, trade receivables, or inventories is not sufficient, the firm may have difficulty in carrying out its daily business operations. This may result in declining sales and, in the end, a reduction in profitability. Other variables such as PAY, CCC and Dept show a negative correlation with GROSS. At the same time, there is a positive correlation relationship between GROSS and FIXEDFA.
Common regression F-statistic shows that overall model is significant and Adjusted R Square is 89.5%.
According to the F-test, the regression overall is good as F-test value is high. Coefficient of determination (R square) is rather on the high level, showing that 91.4% of the variations of the gross operating profit (GROSS) were explained in conjunct by the independent variables. From the above discussion it is clear that all hypotheses are proved and accepted as working capital management significantly affects profitability of Saudi cement firms.
In the same way, the first research hypotheses (H1) which indicated that Liquidity position has a significant impact on profitability of the firm was proved. It was found that, in Saudi cement industry current ratio is the most important liquidity measure which affects profitability, therefore, the cement firms must set a trade-off between these two objectives so that, neither the liquidity nor profitability suffers.
The second hypotheses of the research (H2) regarding the size and profitability was proved. As the size (measured in terms of natural logarithm of sales) increases, it will lead to an increase in profitability of the firm.
The third hypotheses (H3) concerning that, there exist a relationship between debt financing and profitability was proved. So that, when the debt financing increased, profitability declined. In fact, debt financing affects the financial cost which will lead to decreasing profitability.
Last research hypothesis (H4) that working capital management significantly affects profitability of Saudi cement firms was proved and accepted. Working Capital Management has its effect on liquidity as well on profitability of the firm, Therefore, Saudi cement companies should maintain a balance between both.
CONCLUSION
Working capital management is of crucial importance in corporate financial management decision. The optimal of working capital management could be achieved by company that manage the tradeoff between profitability and working capital management. The purpose of this study was to investigate the working capital management efficiency and profitability relationship. Linear regression tests confirm a high degree of association between the working capital management and profitability. Thus, company mangers should concern more on working capital management, especially unexplained variables in purpose of creation shareholder wealth.
It was found in the study that, there is a significant negative correlation relationship between GROSS as dependent variable, and five independent variables namely; PAY, CCC, INV, Dept, and DSO. At the same time, there is a significant positive correlation relationship between GROSS and LnSales, FIXEDFA, respectively. It was also found that, current ratio is the most important liquidity measure which affects profitability in Saudi cement industry. As the size (measured in terms of natural logarithm of sales)
increases, profitability of the firm will increase. When the debt financing increased, profitability declined.
Working Capital Management has its effect on liquidity and profitability of the firm, Therefore, Saudi cement companies should maintain a balance between both.
Based on the above analysis one can say that, these results can be further strengthened if the Saudi cement firms manage their working capital in more efficient ways. Managing cash, accounts receivables and inventories will ultimately increase their profitability. There is much to be done about working capital in Saudi Arabia Cement Industry in future. The author suggest that more research could be conducted on the same topic and extending the years of the sample. The scope of further research may be extended to the working capital components management including cash, marketable securities, receivables and inventory management.
